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Understanding Self-Employment Tax 
Self-employment tax funds Social Security & Medicare (15.3% on first $168,600 of 2025 earnings). 

 
Calculation 

 
Net profit × 92.35% × 15.3%. Deduct half above the line on Form 1040. 

 
Reducing Liability 

 
Elect S Corp status, max retirement contributions, and deduct health insurance. 
  



Full Disclaimer: The content contained in these resources—whether called a guide, checklist, toolkit, 
template, or workbook—is provided for educational and informational purposes only. It does not 
constitute legal, tax, accounting, or financial advice and should not be treated as such. Every individual 
and business situation is different; assumptions, simplifications, or examples used here may not apply to 
your specific circumstances. You should consult a qualified professional before implementing strategies, 
making decisions, or relying on any of the content. Sunrise Finance & Consulting LLC makes no 
warranties regarding the accuracy, completeness, or suitability of these materials, and disclaims any 
liability for actions taken or not taken based on the content. 
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